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This report was done as one part of a study 
of the private sector of, higher ducation, 


carried oyf under USOE conTRACT '300-75-0375. 
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HIGHLIGHTS | * 
e ae / . i a A! 
. Private institutions Vealed greater variation in financial profiles than 

public institutions. The computer analysis which grouped, institutions according 

to theitjsimilarities distributed private institutions among 21 of the total 32 


- “groups’, and, public institutions were cOncentrated in seven groups.. Four groups 


i 


were "mixed". “Because of the diversity of. the |financdal prvfiles of private insti-~ 


. tutions, no ‘specific public policy will have ‘uniform impact: * 
- ‘ . \ : aig | a) : 


i @ 3 ; . 2 Bd s 
“ The 32 groups of institutions of higher education fall into ‘five clusters, 

each dominated by one, of the following revenue sources: (1) tuition, .(2)- endowment — 
income, (3) annual private giving, (4) sponsored research revenues/expenditures, 
(5) state and local appropriations. i.e TG) : 

“9 : : Sy F . ‘ os, Ys 

_ Approximately 90% of private institutions and 94% of small private liberal 
arts colleges fall into Clusters 1 and.3. Almost -half of the private institutions 
of higher education and almost half of the smajl private liberal arts coLleges fall 
into Cluster 1. : ‘ cS i : 

"Very few private institutions fall inta Clusters 2 and 4, having significant 
proportions of revenues .from endowment income or sponsored research. There are 44 


priyate institutions in the "endowment" cluster and 33 in the "dponsored research" 
cluster. a 


* por ali five clusters of institutions, student-aid' expenditures per FTE stident 
exceeded*student~aid revenues per FTE student. In private institutions, expendi- 
-tures exceeded revenues by 56%; in-public-institutions, expenditures exceeded rever 
nues by 32%. The additional funds were channeled from other revenue sources. 


°. ; ; 
' In the 673 instifutions in Cluster 1 ("tuition-dependent"), student~aid ex- ° 
penditures exceeded student-aid revenues by an average of 167%, 
e. . ' ' ‘ 
On a “per FTE student" basis, federal stugent-aid grant revenues constituted 
377% of the total student-aid revenues of private institutions in 1972-73. ‘In public 
dnstitutions, these federal funds constituted 57% of total Student-aid revenues. 
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e : 7 ; 
Smali private liberal arts colleges: — i 


s- 1. Nearly half of the small private liberal arts colleges fall into Cluster 
1 with high dependence on tuition revénue, and no sizeable annual’ giving, endowment 
income, or government appropf@etions. Approximately one-half are in Cluster 3 with. 


_ significant revenue proportions ‘from annual private giving. Only 13 small ptivate 


liberal arts colleges’fall into the /cluster having a high proportion of endowment 


income. ai ; 


2. Public policy can assist these institutions. having great dependence on 
tuition and private giving by providing increased student aid at the federal and ; 
state level, and incredsed stimuli fof private giving through the federal tax laws. ~< 


° 


oe as ~ PURPOSE .- 
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* This taxonomy of all institutions of higher education was’ developed as a’ 


‘ 
. 


‘tool for analyzing the patterns .of current fund’ revenues .and expenditures of in- 
ee oe 


+ stitutions. The goal of this effort, as distinguished sfegulotias Wsttotens ha has: 


/ 


been to analyze the entire pénge of current’ fund revenues ‘aad ‘expenditures! for all 


institutions etme heane nel ys examining them for the characteristics which shave the» 
‘greatest ieees in dispinatlishing. the ieericitions aa each other; and Shen 
grouping the institutions together according to these similarities: pif di fferenc 

| The federal government has expressed cones for’the financial condition; 
small private liberal arts colleges ahd interest in which steps night be amnsié 


Pie « ~~ c 
to assist these colienea, The curreht. emphasis seems to be focused gn the Seideats | 


¢ palance between revenues and expenditures that these institut ioné must aavatain in | 


= U 


.order to insure the ere offthis segment of higher’ ‘caacauton ve! have in-, | 


. | 
eluded ‘all institutions of higher education i this taxpnomy , however because thé i 


a , 


significance of the finene tel chavacteetleies of the eae) ‘private liberal arts col; * 


( 7 
leges is highligh ed ach they are compared to other private institutions as well as 
& ghiig F ‘ y : 
S) ? ~ ’ : 


to the public sector. We did not initially separete institutions into any groups, 


either by control public, private), or academic programs (2+yr..,” “weye., uhiversity; 


or Carmegie classificatjon)., ‘Our cohcern was to examine exigting Pee patterns 


, 
e 


first’, and then ‘other characterispics they related to the “tinanct ‘description. 


= Analysis of the figancial difficulties of the private sector Gf aighex educa- 


tion-en masse, d consideration of public. shlicies to aderess these difficulties 
—- 


as if private higher education were a monolith do not permit assessment of the 
ye, 


varying degree of impact which ‘different policies wotita have. on different types of 


institytions. In addition, althqugt those who routinely woul a i 


7 , © ae 
7 data have a sencnet sense of the dimensions and ard of revénue sources and 
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sey ce entire eee sect of 
Pa fh | tu ions, or - who: may hay 


tor. A taxonomic  aauol veg} 
a precise aaaipate of oe aricial- characteristics of the universe of institu . 


. tiona, and the impact of existing and eeopesad public ‘policies toward higher educations 
| - 3 & . 4 ° 
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we. _ METHODOLOGY. . | 
5 . a 7 . . : 
: Data’ se , ; . i ; % “ a v . a 


-» The. data base selected was the ptt Beate Education General Information ao 


BUSYEY (AEGIS) financial ‘bape which was the latest apes then available from ‘the 


. 


U. S. Office of Education, and the eegidence and migration tape for the same year, 
which supplies data on the numbers of students in a given institution who are - 


etaeuitied: as. "invetate" versus "out-of-state", The data file created therefore 


included information ‘for each fpeeitueien on current fund revenues and expenditures, 
.Y 


“ basic. enrollaent data, and the Moto of' ‘in-state vs. out- sper eace students. ‘Ra- 

tios of chews data ‘elenants were then éoinoeed and added to the. file, e Bee ‘propor. 
. ? 6 : 
“tion. whictr tuition and required fees constifutes of educational \and general revenue. 


. 
* 


3 


“(z & G),- and the amount of tuition revenue per. full-time-eduive lent student (FTE) . 


‘Thage tape files consequent ly ‘created a statistical profile for each institution of 


higher education. : : - - ; 
| | | 7 | 
Analysis cA fdow 4 


uf Ag 
4 ; ra 


_ “Becausé of the complexity of the institutional! statistical _PrOFIe4 & prin: 


cipal components analysis was vend: to reduce a set of, 53 financial indices to a 


a is 4 


, suailer set of derived measures. “The data used in the principal components. ‘analysip 


* were the ratios of the data for each institution, that is, tuition as a percent ‘of 


+ 


‘-E&G revenue not the aggregate amount of tuition revenue (see Attachment 2). '’ The 
. ey dee 4 . 
: ‘purpose of this decision was to avoid the bbvious outcome that the amount of. the re-;;' 


"2a Oy 


venues and ‘the size 7 the institutions are the primary distinguishing factors. 


"ae Since the 53 variables introduced into the principal components analysis ine}. 
$ i 5 i 


. cludgd the basic current fund insciuttopar A *cash oo categories, they reflect#d 


“Butcones of earlier public policy decisions ‘in the form of state and federai appror 
. 4 t ‘ 


a, 


priated einde received by institutions, “as wekl as petware giving stimulated in = 
‘ ie ” 


a & a NY 
ea by federal tax laws. 


: ao i 
No. ., ; ‘ 


ee ao 


a 
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Once the institutional profiles.had been "streamlined" by the principal 


components gnalysis, a cluster analysis was used to create the taxonomy. Cluster 


yd . 
’ gnalysis is‘a method which groups objects (in this case, the institutions) accord- 


, 


ing to their degree of similarity with one another. Thirty-two grouds of insti- 


" tutions were’ produced containing the universe of 2809 institutions which reported 
i e 2. ‘ ‘ ~ wy 
data on the HEGIS finance tape. 
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er ae a : a 72 ¢ 4 ; 
, ; RESULTS - ae “4 
Badal , ; . , rn be / \ 
geduilits of petnetpes Components Analysis , . 


‘The principal components analysis ‘adicated that the wariabied which ‘had | 
the greatest effect in distinguishing institutions fponeaek other were variables 


related to sponsored research. The six sponsored -research variables constituted 
* “factor 1". + oo 4 | 


‘ a 8 : ; Lo ‘ 3 . 
; It. is interesting that the second most influential eye er yesiatlen eon 
stituting factor 2) was a bipolar factor. The relatively high tuition revenues. | 


. . at 7 
“ of private institutions and the relatively high state revenues “of ublic ins epee , 


ions produced combined posicive/negative scores that differentiated among daa 


q 2 


7 tutions. ; : é 5 “ ™ 
‘ A series of atudént-aid ratios constituted the third most significant a, ; 
in différentiating among institutions. | The other’ four of the seven factors coat ned" | 
key .variables such as E & G revenues as 4 pioparcion of current fund revenues , eee 
> _dowment income, and annual private gifts as ela of E&G revenues, apd ata z 
apprcpriatdons per FTE student (see Attachment 3). ) ) ; — 
& Say 
It is significant that the iad factors in distinguishing institutions from’ SS 


each other are primarily revenues, not expenditures. It is evident, therefore, what? 
; "ates 


the key factors in distinguishing dinsei tiene of bioher education from each other +: % yi 


are ex Ener directly or indirectly related to public policy. Most sponsored research j 7 


‘is federally funded, a significant portion of student aid is either federally or 


'. 


\ state funded, the federal tax laws. are a major stimulus to the creation of endow- 
é _ments and to annual private giving, and state and/or local appropriatims are the 


major source of support to public institutions. 


a 5 és e 


Dae 


Results of Cluster Analysis * * 


“all of the research institutions grouped together in separate Brine, and that’ be- 


{ é 
The most obvious initial observations about the 32 groups were that almost - 


‘ 


% 
. 


yond that, public and private institutions separated themselves into different 
; a + 7& ; : 
groups in the large majority of cases. Public institutions were concentrated in 


seven groups while private institutions revealed greater variation in financial 


4 


‘ 


annual private giving, ‘s . 


characteristics by spreading among 21 groups. - Four groups were mixed. 

‘Apart from the groups containing the research institutions (public aa pri- 
vate), one finds that the difference in "stores" between the groups ere public 
as opposed to ere institutions is the score on factor 2, dealing with revenue 
Sourdeds The negative score indicates a high setenke of state sborourietiens as a 


proportion of E & G revenue. Conversely, the groups containing private institutions 


have positive scores, indicating relatively high dependence upon tuition. The other 


4, 


factors which distribyte, the private institutions into 21 groups (in contrast to the o 


5 
homogeneity of the public groups), are principally student aid, endowment income, and 
a ‘ 


' 


Ss. 


re) ~ : 
ERIC: 


scri tion of Clusters Lo i.e ro 
p : a a ; “ 


c 


institutions). ; - - . 12 


a To b{mplify analysis, all 32 er dupe: of €*inatitytions | can be consolidated into. 
five basic clusters with the following major characteristice: | 
; Cluster (1): Tuition is a high ecopertlon: (ean, yalue: 


‘aud general, revenue (E & G); revenues from endowment, annual private giving and 
ino 


; sponsated tesearch oe low proportions. This cluster inclides Simoae hale 


. 


(663) of all private institutions and: almost half. (319) of the 4mall private liberal 


arts éollesee cbeeniste sede 3.1-3. 12). 1 ' ' 


Cluster Q ): Endowment ‘Revenue is above the national average proportion of- 


EB & G reventie for ail institutions (mean value: 48%).. Tuition as a proportion of 


“EE G, varies in this siuabes from low to high; annual giving is a significant pro- 


portion but te not markedly: above the average for the entire universe of institu- 
tions, whereas endowment income is. his cluster includes approximately 44 private 
institutions, of which 13 are small ivate liberal arts colleges. i 

Cluster (3): Revenue “resulting een sand private giving is a significant 
percent of E & G revenue for this cluster (cake valuas 34%) whereas endovment rev- 
cnug lis a low proportion and tuition is a low to moderate’ percentage. This cluster 
"includes approximately saexhale of the private institutions and one-half of the 


\ 
small private liberal arts Slleges. 


Cluster (4): Sponsored Research, primarily federal, constitutes a signifi- 
eant proportion of E & G,revenues of these institutions (mean value: 27% , and 


there is wide. variation among annual giving, endowment revenue, and state appropria- 


“tions <the: latter primarily for medical schools and public institutions). There are. 


a : . Vo 


49 institutio “tn this group, of which two-thirds are private. . * 


Government Appropriations as a proportion of E & G revenue are 


the predominant c faracteristic of this cluster (mean value: 69%). These are pri- 


_ marily gtate and local, not federal appropriations, and this cluster includes nearly 
. i . - F fe ft a . 


all of the public institutions, 1259 (excluding principally the public research 


J‘ 
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5 # " 4 e 78 te : 
** SELECTED SOURCES OF EDUCATIONAL AND GENERAL REVENUES BY GROUPS OF INSTITUTIONS OF HIGHER EDUCATION 
, thy ; : ; a 1972 7 73 4 ' 2 
en E Rs . 7 . | _ 3 , = ) 
(4 a . _ . : Governmental 
eS i” Tdition and:'Fees/  Endowment/, '¥ Private ciling/ Sponsored Research/ Appropriations 
| ‘oo B&G Revenues _ B&G Revenues. E&GRevenues - £&GRevenues, EG Revenues 


4 i 
. at ; ; 4° , : 
4 . +k 7 Fy 
tuition. 18 7 i a) ee | 24 
(N = 673) oF | . ; 
Cluster 2; Endowment 20% 4g, how UU nM ae 
Ws Mt) 7 _ ae er 
Cluster 3: Privdte Giving Mh / a Mey 0% ee ee 
(NF 122), i o : . i ‘ : ' 
v \ ; 0 Fe ’ 
ae : , ’ ‘ , j 
’ . ; - : » eo * ‘ ‘ Pace 
Cluster 4: Sponsored Research a . AR, | re mo 7 8 Th ® 
(N= 49), . y’ i te a 
hy : ', ; ; , 4 | 
“Cluster 5a Governmental iY "204 a 0%, i +45  .g ; on 
| _ Appropriations, 'B. > we 3 i 4. 
(N 7 13 f . ; _ 7 
I «=, % «* * « ee | , 4 
ALL Institutions 40% woe it mo 331 
b ' ca git oo 
Public Institutions "18h | oN | 2%, 66%, 
. Private Institutions 61%, \ 21%, | yi 4, " 


a ‘ P ; . { e 
, Bach cluster of institutions can be described by one primary variable within a factor. a 
ith . ’ . | 
_ Inet ituttons within Cluster 1-average 78 percent of thelr educational and general revenues from tuition and fee sources, 


a ¢ 


SE RIC Policy, Analysis Service, American Council on Education based on. HEGIS data for 1972-73, | . 4 geal 
a BS ey sel ' { - 


x ‘ a 5 7 : t 


[BLE 2 © Ae ae 

é 7 . ’ i $ 4 yO . 
DISTRIBUTION OF GROUPS OF INSTITUTIONS OF mea EDUCATION : 
BY CONTROL te hes | 

Ce 


wa 
; :| | Percent Percent» = 
— ' Public _ Private _ 
; ‘ * . | : | : : 
Cluster 1; Tuition ; | a oe, 99%, 
| (N = iM , 
7 7 ~ Chister’2: ‘Eofowment™ a . /. Of i Foon | a 
i “Ue tb) ' 7 { ' , . . . - ay 
‘ a : : , \ " a 
o 4 t ’ / : : . ‘ 
— Cluster, 3: sini Giving . » oe _ 9, - | tig 
(RM) aa ye 
cn \ . a : : ke ; 0 
; 1 ‘ =a : | - 
—— Cluster 4: sponsored teseare ye ae ; 67% 
\ ee | : 
ae oN) (N = 49). ve ’ . rY . : : \ ; ‘ " J 
‘ E: ‘ es a a a) _ 
‘ * : ‘ ‘ 4 : a 
Cluster 5 cecal Appropriations ONE le 3 ae F 
ct 2 we wv M 1,321) a : = As . 4 
, . , 4 . : 7 . 
| | ; “oy | : : 3 
‘ach cluster of institutions can be described by one primary “atieble within f tector. 
wources! | Analysis Servite, American council on Education based on HEGIS data fol 197-73 
. ‘ ‘ ; ; \ | | , i ; % 
' : : . ee 
1 ‘ i. . | - , 
1 
\ b i yh 
t i" i. ’ . 
| <) . ' : 7 a oe. ext us 16, 
ERG * oe 7 | 
ok , 4 2 F : re 
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t that: a 


of the private institutions of hoe: education, and almost half’ of the a ; “ 


‘private liberal arts colleges) are mteotely tuition-dependent,. and a 

modest revenues from other sources. That is, relative to tbele fotal E & G reve 

aa enues, they ‘do-not rely. substantially on endowment , on piacere amounts : ae eau 

“pel yace eine on federal: state, or local gieep sation Their. bagic financial . _ 


4 


: Support ds ‘winost totally from students “ choose to attend their tng titutions |” 
we " . te - ‘ ne ae 
‘This auatex contains seven “of the original 32 clusters, only | one of which receives 

,° ar 


r 


oy ; : . : s . es 
as much as _ Wigot its revenues: from Sources other than tition. “. ea aT 
s «Tate . oS ' F : 
cluster 26 Thig cluster of" tinge tutions with endowments. of ‘sufficient’ Ne one 


oA ‘olze to generate sibarastlad revenues is small, comprising: 44 institutions, 30% 


\ iewbich are :small private liberal arts “colleges. Even though. inetitutions with) ei 


4 a? * 


. 
sizeable endownents enjoy plural soprces of revenue support and chars fore have a 


distinct financial adventaee, ‘because of the, limited return on market investments, . 


these ae 8: must generdte: ‘significant additional income through annual giving. 


A large grpup of institutions, comprising one-half of the: private , oe 


dnatseurdones appear in Cluster 33 these institutions! financial profiles are char- 


- Cluster 
acterized by, a significant proportion of an 1 giving revenues. * 
This. ‘nara cluster is described as a single er to facilitate an overview | 
"s of £ poltey issues. More specific policy implications emerge. when the cluster is 
broken, down into smaller components. - This cluster contains 10,of the original 32 ' 
o bluatets produced by thie computer cluster analysis. theas 10 clusters were collapsed we 


by further coftputer analysis into three erouinas which we then, for convenience, com- 


“bined into one large group. The three groups have the following characteristics; 


3 . ‘ . . : . r . : . c 
. : . wy, wh A Pa ® : . . : ? P 
Fr pea . Ciena . ‘ * ber) sae 
E wos x * st — ae 3 2 
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ety , . r . 


(1), The €irst contains, the largest ‘number of institutions, 568. These in-~ 


- 


- "stitutions receive a significant proportion of their revenues from etivate giving 


. 
qos o 


(mean- values: 12-50%) in comparison to’ the “weut eton-dependent Cluster 1 des- 


\ 


ribed earlier, -and: they receive more student-did revenues in proportion ahem 
} 


otal current fund revenues than those “cuition-dependent" institutions, primarily 


because of greater student-aid revenues from private giving. . Many of these insti- 


\ ¢ 


tutions’ are church-related, and “33 are "tradi tionally black colleges. a . 


(2) fhe second group contains a smaller number of POsestuEions:; 115, which 
te 
are also primer ily church-related. These institutions receive a much: higher per- 


céntage of their E &G revenues from’ private giving than other.. institutions (mean 


a 


values: 68- oe , a - . as . . 
= “Qy The third group. of 39, inaeeeuelons receives a leaser but -still signifi- 

cant Proportion of E& G revenues from private giving (mean values: 23- shee but ; 
tte ‘additional distinctive characteristic is very high student-aid revenues resative 
“, to those of other institutions. For chose, skudent-atd revenues constitute 4 an- 


average 17-26% of current peund revenues, Sune reas the averane for all inatitutions 
vo Ee 


is‘3. 6%. These beg cieubions are again primarily church-related, and 18 are tra-~’ 


dv ciently black colgacen: The wipredontqantly willeu | ee eacrountecelve large, 
. . % 

amounts of student-aid revenues primarily from private giving, whereas the tra- 

ditionally black institutions receive large amounts of federal studertt assistance. 


f 


| ' The tuition income of these institutions in Cluster 3 is thus supplemented 
by an additional source of revenue, .and the tuition collected p FTE tends to be <4 - 
- consequentiy lower than that of the institutions in Cluster oe Clusters’ 1 


- and 3 rely heavily on annual.support from either students, or students and alumpi. 


\ 


: these institutions do not djoy a variety of revenue sources to help protect them 


a n 


from cyclitcaisdtverse economic circumstances which result in increased operating 


“ te 


costs, student inability to pay “rising euheton rates, and stiant Anebtiiey to increase 


3... giving to compensate for cost increases. 
Z ee : ‘ : 


Qo 
ERIC 


' research effort are primarily dependent on a, combination of sponsored research. and 


x og ; —~ Le 


” “ 


. 


’ a 7 e : i . ‘ 4 

Clugter 4. The fourth ee ee by\sponsored research reve- 
nues ay a significant ¥ ge of E & G’ revenues, is small, PAOpEES INE only 49 insti- 
eee of which 33° are private. These institutions have very aie aaa ptobiems, ~ 


in contrast to the rest of the ,acadentic aniverte, in®naintaining and refining their 


eR eaECh capacity as a national résource, while ‘concurrently educating undergradu-- 


ates, and undertaking specific projects for the federal. government oe other spon- 

sors. Their financial needs should éaceive specialized analysis beyond the cope 

of this report. Excluding the agdical schools, public and private fuse Scursons fall 
o 


into sepa nebe cuperouse-watbin this cluster. The medical schools om other institu- . 


tions in the cluster, predominantly public, averaged 18% of theix z & G révenues -. 


- 


_ from sponsored’ research. The public institutions ’ other éignificant revenue source 


ow 


_is predictably State appropriations. Private, institutions Sivide cheted liven into ~ 


' those which have significant: endowment and annual giving, ‘and} those which do not. 


\ 


Only nine ers cet naene in this cluster characterized by sponsored research : 


: had coubined padmeneietvtie revenues PVeTeGENe 30% or more ot ee E& G budgets. 


Apart’ from ‘these few institutions, the private institutions engaged in the nation's 


‘tuition revenues. Any significant dininution chessiore of federal research appro- 
eriations would have marked fevack on these inetitutions' finances.” ‘ zo . 
; a 
* Cluster 5. The lave Cluseer, number 5, in which state and local government 
opriations are the predcuinans pan eeeiatie sh reflects a diminished proportion 


of tuition in E & G revenues. For these public institutions , tuition BVeEAEES? aed 


v ry 


20% of = &G revenues , whereas govecnment appropriations constituted 69%. 
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’" Distributégn of Types of Institutions ; ' 
2 / rz Fon ae 3 ca 
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7 e a ss Py : 
sae ae eeur-yesr penne and two-year colleges are distributed - 
uwidely Enbowen all the five clusters, i ' = ; ae 


The Carnegie, ciaseiticseton of institutions of higher education élassifies 


* 


> N : . ao 


Angeieutions by acagedt¢. program: ” pay * : : 
i é ; ~ ; ’ “4 : - : ; 4 ae 
, F t es 7 . Number of « , 
is Type of Institution: Carnegie Class Number - Institutions ~. 
"eeveeddi, and Doctoral Granting ? ‘ ole . - tt iw? 
Institutions . _ os oe cm 
: ” Aine : Lue tea a 4 
, cl Ste ; : ; ee F +’ ac 7 ae, 
Comprehenai.ve Institutions ; ge we _ gece. oid 2 rr 
: . ‘ : ; e ra as ‘ , . , : . 
Liberal Arts Colleges _ 7 2, SRE MO a 726 3 
, a : s 
- ry a, ‘ . t - : gi. 5 : ‘ ‘ 
-Two-yeap Colleges Mae te * ee x 7 ** 1095) 
_ Specialized Institutions ¢ aia, »o FS Pg 443 . ( « 7 
: peesereanes and art echools) i ee 


- Thre 18 only limited cortelat toacks between shese categor}es -and this axonomy based 
on cureent fund revenues and exgenditares. Cluster I, for. exauple,. with its mney 

reliance on tuition Pevenucss: ‘eontainé substantial numbers, Foon 11 five Gavkepte. 

classee. And juieEce 5, with its high. percentage of rateaie.. from sponsored research 


has significant, representation from Camegie classes 1, 2, and 5.°: i 


3 
Thus the zipanetat profiles: of institutions in terms of ratios dj 


not’ cor-: 


~ 4 


with the notable exception of the public-private dichotomy. wt 
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Institutions with Enrollments under 1,000. Ga our data"base uatyEres of 


‘2 institutions, there are approwtnately 1,100 institutions with. nMad: ‘count en- 


ip Gee ’ . 


oY rolinents under 4,000. 


oa 


. These are predominantly private ‘end gFayeoncentirated in 


ates) and clister 3 {the "yeivate ‘piving! Gruster). 


PS 


ns. gine gex institutions arg’ concentrated primarily . 


“ae -- “Cluster 1 Set "tuitidn" 


‘ . 


‘Sin i Sex Institu 


in C aber Fines "ecuition"' 

: . se. . ¢ 

: In-State vs. 
. 

- percentage of in-state studicen: (87%) is Cluster 5 which, is characterized by state x 


apprépeiacions as a major revenue source and contains the ma jority of public inst 


cluster) ‘and, Clyater 3 (the “private giving" cluster). 


Out-of 


tate Students. The cluster with: the highest average | 


tutions. — The clusters with the next highest percentages of in-state students are 
the "private sen and tigasaaueea research" clusters, each averaging 66% and ABI 
+ ‘d. 2 , 7 
4 ae reapectively, “ind the "endowment" cluster with 46%..0 . 
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INSTITUTIONAL ‘CHARACTERISTICS OF GROUPS OF INSTITUTIONS OF HIGHER’ EDUCATION 

Fs ; 5 ‘ 

eee oe , 972-73 


ve ‘ . : weds bo i) 


, . 7 —— Percent with’ Percent with — Percent with - Percent 
page ee 3,1 or 3.2: enrollment of , ‘ ‘single-sex in-state 
= Carnegie Codes, -losathan 1,000 institutions students 
i) ei : raed a tae , ‘ ‘ ‘ , 
| ' ay * . . 4 % ; : 
oS Glugter lL: Tudtion a 47, : 49%, . ey) 
s : (N= 673) | ee oo aA | rn 
a) - : “4 , ‘ ; v . yt. 
_ Cluster 2; Endowment” . . | 30h . 897, 18h 
N= . : . : 
( 44) ; : | | 
"Cluster 3: Private Giving” Oh Mk 
oa a (N = 722): ; Dye -3 
‘ , ne : . | * | 4 q 9 e : , 
_ Cluster 4: Sponsored Research . me | ey, aor 
(= 4 | - , Pas | i 
7 utes 5: eaerer es : i eee ; NM a7.” 
ae a Appropriat ipné : | aa | 
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ee ! 
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. mbH Institutions = ‘NA 19%, 1h: 88%, 
| Private Institutions : NA 64%, I 17%, 61S 
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<« - iit cluster of inat itutions can be: described by one primary variable within a factor. | 


"intiotions aithin Cluster vine 56 pete of their ae ie fv within the hone state, 
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* Student Aid - : = a 7 on 


c) = ; ae ae ‘~ 
ad two most notable aspects of the distribution-of student aid among the 


a 


A. clusters of institutions are the amounts of federal student aid and the size 


of. the gap between student-aid ‘revenues and expenditures. 


Federal Student Aid, The federal student aid grant amounts s recorded, by the 


institutions on the 1972- 73 HEGIS que CeOntares ineiuded any federal stident _agsis- 


Over half these grants, as ee a by the institutions, were awarded’ under one | 


-federal need-based undetgraduate program. The rest ce these grant funds. were 


awarded for graduate or undergraduate study by ac variety” of agencies atid’ programs, 
though the Natjonal Center for Educational Statiottcs informally | estimates that a 


significant percentage of the. momaindee were probs bly at least partially need- based. 


(Source: dellephons conversation in Jan. 1976 with Norman Brandt of NCES. ) 


During the academic year 1972- 779s the major fi edera} need- based student: aid 
. ? - 
grant Program; in operation was the Educational Opportunity Grane (£0G). eroeram 


since that time federal student wusteeance _ peeyeaee in importance with the in- 


eroduckian: of the more comprehensive Basic Ravea tional Opportunity Prégram. The 
ta jae ot : 
BOG, however, ane its SUCceRsOr, the Supplemental Education Grant (SEOG) , are ad- 


& 
ministered by institutions in” ‘contrast ya nib program, and ‘the E0G/SEOG grarit 


funds appear in the HEGIS revenues expendi tured’ statistics fot each Thstitution - 


"h 


whereas BEOG funds do ‘not. Even though EOG funds did not reprasent all federal 

$ 
changed slightly since 1972- 73; the relative aan of federal student aid 
graf funds at that time is a useful rough index fom which one can ‘judge the like- 


lihood that.various groups of netestiotwtll receive federal “need-based aid in 
‘ - , 
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a ’ a’ 
‘tance received which was classified as a grant: and Itavoived no work ‘or service: 


a 


t 
a ae 
r 


‘ey ; we 
student aid grant funds, and even chougf the criteria for ineeitation awards have 4 - , 


a 


\. 
“ot 


the factor is however ‘made: up of six variables, and federal sepa ‘ad ae ae 


> 4 ae t * {R408 F 
.nues per FTE ‘student is only the 4th of these six in statieticaileignificanse. 
From the Ans fitutional paint, of view, . a ‘major consideration ie the * ‘proportion a 


which the fedéfal BOG program constituted in A972- 13 of the total students aid reve- 


“ues of the- institutions. ‘For all ‘institutions, ‘public ond! private,- federal stu- 


as - ponsata ee revenues averaged 41%, ek: the institutions! total etudent-aid reve-"— 


~~ 


‘ 
hues per FTE student--for public institutions, the national average ‘was 57%, and, 


fo private institutions federal aid accounted for 37% of che! ‘per- -student revenues. 


‘Other sources of ,student-aid ‘revetues’ ‘are; of course, sadomaenk SREGRE:s private 


giving, - state and local appropriations which have been designated for student 


' assistance purposes. 
“to 


Of. the 673. dnetitutiors in Cluster 1 (Vituition-dependent") , ainoae one-half 


y » 


received federal student assistance grane. revenues which averaged only 18% of. the 


Ne 


cotal ‘atudent-aid revenues, per FIE student, as | opposed to- he | national: ‘average for 


Dacia inst {tutions of 37%. Since ‘aid to students may reenter . dnstdtutioni 


counts ‘as tuition revenues, those instf tutions heavily dependent ‘onetutiton have 


; , strong concern for etudent-aid revenue. In ‘spite. of this: tuittion dependence, thi 
‘ 7 . 


ae . institutions mentioned above not only received a relatively low propértion of th 


ie 


.etudent- aid revenues from the ‘federal government , but also, received relatively 1 


student- aid revenues from all sources. | 


tions but many religious seminaries; for several “subgeoups. within thts, cluster, 
eer : wo 


-.. therefore, federal student aid constitutes: + very age: proportion of total etudent. 


“ty 


’ aid revenué’s ; since seminaries are ‘graduate Ange seuetons,, ‘heir: atddents : ‘are, not ~ 


. eligible for EOG/SEOG awards. These subgroups, as well as th | 


netituttons ta 
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y a : : .. ‘ . 4 a 5 
Cluster 2 (with large endowments) , receive significant proportions of their stu- 
dent: aid from private giving and endowment’ income’, Mepeckiyely: ore a 


f4 : Cluster 3 -contains , however, not ouly these pane Ones meceiving low propor- 


ws 


tions of federal student: ald, but * also several subgroups receiving substantial 


a ra 


: amqunts of ' federal peiauet aid; ehewe ‘subgroups contain several private tradition 


, 


‘ally black colleges which are also often church-related. “tor example, ‘the national» 
“averagé -of* ‘federal student wai grant revenue per. FTE student in. private institutions cS 
2 was $65; in égherese: institutions in one ‘@abotous under Cluster 3 averaged $671 . 
" per FTE Student, and federal “grente comprised 72% of tRat subgroup s student-aid 
sevenaeel: “a Ten out of the 7 institutions in this subgroup are traditionally black | 


rc. 
colleges. ants cubgroup also received’ a substantial amount of student aid from pees 


; “ # 
vate. giving; however, it shéui be noted that’ the low-income levels of a high pro- 


‘portion of eruseneS in the traditionally black.colleges necessitate large amounts 


of “student ats to pad le the students to attend and to pay the tuition. 


To assist these students in meeting this need, public and private black 


N 
“colleges in 1974-75 received 6. 8% of the Office of Education fieed- based sr usene 


aid (BEOG, 'SEOG, CHS , - NDSL)-sover $100 million. “Their own'eJnstitutional resources 


t are meager, in compari son; only . aed o£ the. tuition” remissicns and waivers were given 


, 


; “at the’ black ‘colleges. Federal atudent ‘aid 16 thus a vital source of suadeneraca 


a ‘ for the exddtetonahly ck institutions. (Source: 1975 survey of student aid, 
“by the ACE Higher mancat ten ‘Panel, funded by USOE.) : aan 7 
a ‘Student aoe Defict . ‘Many institutions channe 1 educational and general reve- )° 


“nues ‘to. Student- aid expenditures; for all five clusters of institutions, student- aid 


_gmpenditures per FTE Peudene exceed student-aid revenues per FTE student. The na- 


(tfonal average proportion. by which student aid expenditures per. FTE student. da 
4 “atudege-atd revenues per FTE student ic. 1972- 73 was 50% For privdte tactituttons 


i ie a verave.qaae 56%, and4for public institutions, 32%. ° 
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The 673 ideettueioas: in Cluster 1 were dependent on tuition revenue for 78% . 
v8 


Oe ot their 3 & G; yet this group of inatituttoas afent,, on an average 167% more per: 


FIE student for student ‘aid than they received in student~aid revenues # 


OR Tt 


“Policy Implications of Sbudent=Aid Deficits. "The eBEOUP of 673 institutions ~ 


in Cluster: ts as mentioned before, comprises peer a os of American higher 


“education and almost half of private higher education institutions. They. educate’ 
predominantly ii-obate students but a’ significant es of their: studenta come 
"from other states... Since they do not nave > significant: revenue sources. other than 
tuition, all external student-aid funds, even if. nats inddequate, are important 
he the institutions. If the existing external student aid fund were reduced, the 
167% student-aid deficit would rise, cutting further into educational revenu 
- For schools with enrollment under 1,000, any etudent-aid in would be = 
ticularly traumatic, since day “reduction which sendeae causiioeat: decreases would 
have even greater revenue ampact on a small institution than on a larger -institut- 
- tion. Increases in Student aid, whether ‘from federal, states or private sources, 


would at least i edgcekaseinacienioes closer to the national average student-aid 


+ deficit. 6 oe OR 


i ae : : wet 
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~ Percent Difference Between 
Total Student. Aid Revenues Federal student Mid Revenues per me) ee i 
and Ex nditures er FTE I tal Student Aid Revenues per FTE ‘ Pats 


| __t a aa 
. Cluster 1: - Tuition | | ord ae ae 4% 
- o 673): | ; ee _ ot i 
Cluster a: cia | ; 2m | — 5% 
(N = 44) : 
' . oe rl + ‘ ; . ; | 
. Cluster 3:' Private Giving = 63%, — ; 3h | 
eM a 4 i i 
Cluster 4: Sponsored Research == AT . ; - 30h 
SW 49)" a | 
A 
Cluster 5: Governmental , 19% a 3 56% | 
Appropriations a % : N : 


(N= 1,32]). 


4 
ALL Institutions : ) 0, Alt 
28 public Institutions — ae Ih , | 7 29 
Private Institutions SOR ; = 4 3M 
—————— = a = LJ ‘ i ; 
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vac cluster of institutions can ite described by one primary variable. ‘within a factor. 
institutions vithin Cluster | spend 167% more per FTE in student aid than they receive, 
Sources: Policy Analysis Service, American Council on Education based on HEGIS data for 1972-73, 7 
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he. almost. ‘700. mall private Liberal , ata! ‘colleges fali. 
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we int  Clajeer 1 characterized. we tuition revenue as an. average, fen: Percentage of 
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; student- aid revenues, r 


as - - te £. the ir E. G revénues ‘Exom, annual private siving A ere naving Livce-dppeuteace’ 


. on tuition Pe no significant endowment income. ~.¥' “s Be 7 * : a 
wg ane : 3. Only 13 snntieiedoiwe fall into, the cluster, bavi’ Signi ttdant éndownent a 
: : . ‘ “income. “ | 7 : . Sts | Sead | ae “nae a 
oo: , . 4. g ‘The ACE/UCLA senple survey of ‘Pirie tite. fuli-tine freshnen for 1906 3 ‘in-, 
Miceted that, in the ries ‘of. small private up arts ‘eolleges, 27% of the. ie 
, ‘ftgetetine 4 11-time freshuen came from fant igesiakiog less, thas $10, 000. Thus ; ; 


these cottages have substantial -Propore tony of students. from families for which the’ « Ss 


i“ “high ¢ tut ior! Pac enaey in these Anseieuetons: having no o public: oube tay is ‘a hardship 
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"Approximately one-half of thebe had tigad count enroliingnts of 1, 000. and un- - 
; bo, 
der; the ‘great madority have enrollments under 2 ert Recént cere studies indicate 


that support. costs per student are 2 higher ‘for those institutd B.with approximate ” 


.. 


a enrollments: of 1,000 than those- with 2; 500." ' (Parker, Norman wa Study of the 


he ; \ 


ae ‘Support Operations of of Independent Liberal Liberal Arts colleges. Acadeug ‘for Béucattonal: 


_ Meaetormee 1975. ) Thus the snc institutions are already. under | an inherent, fi- * 3 


and, ‘further isgreasing. these support: costs. Howard Bowen notes that private giving. 


““evenues | ‘have inctdased more than; total revenues between 1972 ae 1974 but that ‘ 


“a, sa Va 


sas .o: ‘ebts trend may’ be a: “eign of ‘gakness "Le means-that institutions were ‘required to 
Se “caitry, on ‘constant campdigns: ‘for. current support ‘ata ‘heaey cost in admintstrative 

Me < ; 

pe time. and dneeky; d it’ ‘means that gifte which in, Receer times would have been added 


. ~~ to endowment or invested ia "plang, vere now ‘pent to balance the operating budget." 


Pe (Bowen Howard R. and W, John, Minter. | Privard High er Education,- iret Annual Report. 


’ lon fate Washington, — ‘of Aiverican coLeges, 1975.4 ‘ . ie 
mn gs 


A cast institution; ‘chexefore, dependent on tuition or a combination of 


a ge tuition ‘and private, giving, needs studedt atd. and tex incentives, which: will rein- 


* 
‘ rues ‘ ° ’ ‘.: ” 7 . 
yore v 


ny “force. its recruiting and fund-raising efforts. Intensification. of these efforts 


~ . 
3 \ ea rl . ‘ 


Wa will not: substitute for ‘thts ‘enternal help! i, ca 7 ts . a wn 
ok — = Increases! in stident~aid revenues, to: deoist ‘students in “pay ing higher tuition 
ae eae _ 
ee . resulting, from inflation, could come, from federal, state or private, sources. wm 


ai , stitutions Meaty receiving sight fteait percentages of etx student, aid revenues» 
Etom private; giving may have an advantage in tapping those, #ources further», but 


ee 


with ind toh recess ton Ezends ‘affecting peracnal spending, one céimnot assume this. 
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Those: institutions which are strongly -tuition-dependent’ have even greatert need - 
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for new ear from public .policy to increase ‘student-aid revenues; the range of 


" pptione inc sy federal and state increased appropriations, changes in federal 


e ry 


wf ocake ‘Programs, to cover a broager student income spectrum, . and uddte ieee 
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in federal tax: laws to stimulate giving fron a broader segment of mend 
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| The Policy Analysis Service has summarized the nature’ of the clusters for, 
Public policy purposes , with special attention ‘to the emahl private liberal. ares 
“colleges. We: ‘will, in addition, after che completion of this contract, be pers 
"forming . further moalysis ‘on these clusters to examine in greater depttt their fi- 


nancial and various academic characteriatics We will Keep the U. s. Office = he? 
fe al , -_ 


- "padadkedon advised of the results of this analysis directed cowakd: a greater com= 


tN.” prehension of the relationship between ‘institutional sources of support public 


‘<) 
ERIC. 


this same cluster oe with completely a ila cate except for Fiscal, zeare, a 


N 


policy, and academic programs’, 


: Since computer Programs have been sev eloved in the EcuEee: of this" contract.’ 
+ 


“atch will perform sluster analysis on the universe of higher education en 


tions, it 4s poseiet®, for policy analysts and researchers to eertona the same. type 
? 


“ee snetyese which was done unger |this contract using more recent data or completely: 


y 


d ferent variables. The apenas of, cluster analysis are not ‘limited to, fi- 
_/mancial data Since any data on,the institutions could be processed by these Prom 
. eo “the cluster avatyeis computer programs were wettten to run on a Xerox 


computer , but within two months nee will have made the slight modifications neces- 


. . 
i te 


sary for it to run on an. IBM 370, and we will make listings of the Peeerens avail- 


able to those interested; we will also supply, listings of the present progtams as.’ 
part of the final report of this contract dnd ‘listings of the programs as modified 
to run on an IBM: be computes after we ‘have completed Ehee work.. 


‘Because of the changing nature of the HEGIS. questionnaire, and the extensive 


changes made for the Fiscal Year i975" questionnaire, it is not possible to repeat 


«d Fa. a “». 


1971- Thi. “There are, however, sufficient: simflarivies between: dita collected "in the 


_ a ae gat ek - co : 


: * <¢ 
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, HEGIS as from year to year to make subsequent analyses like this one rélevane, 


‘particularly on. ue sources (tuition, private giving, endoment income, severn: 


Zou 
ment appropriations) . The ne Ktegories introduced in FY. AS differentiating re- * 


‘ea: 
. 


stricted from unrestricted funds for these. various revenue. sources may pRevice 


‘Gnetul new distinctions and insights into institutional finance. 
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TECHNICAL APPENDIX 
’ 
_ Principal Components Anelysis 
ag ok Existing taxonomies of institutions of Uaeauata ar primarily a ny 
He a sriori claasiticattod schemes which were Sdostrucead rationally, We désired an - 


ire empirical taxonomy, i.e., one which rises througl the systematic; evaluation of data 


¢ 


> ,collectéd about each institution. Because of ,the complexity of/the institutional 


statistical profiles, principal Somponrnes analysis Was used t reduce the set of 


over FAFty, financial indices to a iitier set of derived measures. Once ‘this was” 


done, each institution could be represented by, for example, lf a dozen measures 


ae 


by factor-scoring each institution in terms of the new measures.- * 


* The mate used in the principal components ene were *the ratios of the 


« 


date for each institution, that is, tuition as a’ ‘proportion of E&G HEveDNes not. 
n : t 


the Aggcegate amount “of tuition revenue.- A generalized softyare packages peat isp 


‘ 


>) \ 
cal Package for the Social ‘Sciences--was used to develop the necessary computer ae 
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Analysis 
a 


. “Resuits of Principal Componeits 
, The principal components analysis produced a: list of the 14 factors, account- — 


= ing for 78% ofs the variance among institutions. These 14 principal components. 


". were rotated using the normalized varimax rotation method and the seven largest 


-” rotated factors were thosen for the next step in the ‘deve lopment of the taxonomy. 
v . ‘ < aa 
., The analysis had revealed that these seven factors accounted for 57% of the cumu- 


‘ lative vardance. © < ° 


The principal components analysis indicated that the variables which had the © 


—" 


greatest effect, in distinguishing institutions from each other were variables re- | 
‘ a , , \ : ' 


-lated to sponsored research. The six sponsored research variables constituted 


“bastey 


*“"factor 1", and each institution was rated on the extent to which it is differenti- 
ated from other institutions in terms of this characteristic, “Pactor i decuantad 
‘for 18% of the vaviancd anos institutions. ; , \ 

It is. interesting that thé second most influential group of varlebies, cons 
atituting factor 2, was a bipolar factor relating to income derived from tuition vs. 
state appropriation gadecea The statistical ipeiuence of these sources of income 
scores in‘differentiating among institutions was second only to sponsored neecerch, 
god eeounted for 14,5% of the vaplanses, 


A series of student-aid ratios constituted-the third most significant factor 


~. 


* 


ir differentiating among institutions (66% of. the variance); the variables having 


the most influence in-an institution's score were ratios of. total student aid from - 
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